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Independent Auditor's Report

We have audited the accompanying financia statements of the governmenta activities, each
major fund, and the aggregate remaining fund information of Crystal Township as of and for
the year ended March 31, 2008, which collectively comprise the Township's basic financia
gatements as listed in the table of contents. These financiad statements are the responsibility
of the Townships management. Our responsibility is to express opinions on these financia
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the genera purpose financial statements are free
from materid misstatement. An audit includes examining on a test basis, evidence support-
ing the amounts and disclosures in the financial statements. An audit aso includes assessing
the accounting principles used and significant estimates made by management, as well as
evauating the overdl financia statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in al materia

respects, the respective financia position of the governmental activities, each mgjor fund,

and the aggregate remaining fund information of Crystal Township, Michigan as of March 31,
2008, and the respective changes in financial position thereof for the year then ended in
conformity with accounting principles generdly accepted in the United States of America.

The management's discussion and analysis and budgetary comparison information on pages 3
through 5 and pages 20 and 21, are not a required part of the basic financia statements, but
are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principaly of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Crystal Township, Michigan's basic financial statements. The introductory section, combining
and individual non mgjor fund statements are presented for purposes of additiona anaysis and are not a
required part of the basic financia statements. The combining and individual non major fund financial
statements have been subjected to the auditing procedures applied in the audit of the basic financia
statements and, in our opinion, are fairly stated in all material respects in relation to the basic financia
statements taken as a whole. The introductory section has not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on it.

Kewdrn = Llets

Hendon & Sate, P.C.
Certified Public Accountants
September 30, 2008



CRYSTAL TOWNSHIP

Management's Discussion and Andysis (MD&A)
For the Year Ended March 31, 2008

Using this Annual Report

This annua report consists of a series of financiad statements. The Governmenta Wide
Statement of Net Assets and the Government Wide Statement of Activities provide
information about the activities of the Township as a whole and present a longer-term
view of the Township's finances. Fund financid statements tell how these services were
financed in the short-term, as well as what remains for future spending. Fund financia
statements also report the Township's operations in more detail than the government-wide
financial statements.

The Township as a Whole

The Township's unrestricted net assets (the part of net assets that can be used to finance
day-to-day operating) decreased 43% from March 31, 2006 - from $178,555 to $77,678. In
a condensed format, the table below shows key financial information (in future years,

when prior year information is available, a comparative analysis of data will be presented):

March 31, 2008 March 31, 2006
Governmental Governmental
Activities Activities
Current Assets $ 140,554 $ 181,829
Noncurrent Assets 158,854 186,452
Total Assets $ 299,408 $368,281
Current Liabilities $ 63,076 $ 3,274
Total Liabilities $ 63,076 $3,274
Net Assets
Invested in Capital Assets-Net of Debt $ 158,854 $186,452
Unrestricted 77,678 178,555
Total Net Assets $ 236,532 $365,007
Program Revenues
Charges for Services $ 5,636 $1,805
Capital Grants and Contributions
Federal Grants - 44,250
State Grants 1,585 9,000
General Revenues
Property Taxes 73,681 62,339
State Shared Revenues 63,727 60,731
Investment Earnings 5,492 1,983
Miscellaneous 12,724 3,343
Total Revenues $ 162,845 $183,451



Management's Discusson and Anaysis (Continued)

Program Expenses

Generd Government 62,372 61,417
Public Safety 34,271 26,479
Public Works 171,213 15,872
Recreation and Culture 1,248 1,248
Community/Economic Dev. 1,923 1,965
Unalocated Depreciation 5,467 3,475
Totd Expenses 276,494 110,456
Change in Net Assets $ (113,649) $ 72,995

Governmental Activities

The Township's total governmental revenues remained consistent with revenues from
March 31, 2007. Although there were decreases property taxes received due to an
increased delinquent tax, there was an offsetting increase in interest income due to the
change in banking organizations. Most other revenues remained similar to previous levels.

Expenses increased about $31,000 from the prior year. This increase of 17% was due to
capital outlay paid for road improvements on 120th Avenue.

Business-Type Activities

The Township had no business type activities.

The Township's Fund

Our analysis of the Township's mgjor funds follows the entity wide financial statements.
The fund financia statements provide detail information about the most significant funds,
not the Township as awhole. The Township Board creates funds to help manage money
for specific purposes as well as to show accountability for certain activities, such as specia
property tax millages. All three of the Township's funds, (Generd, Fire, and Road) are
considered mgjor funds.

General Fund Budgetary Highlights

Over the course of the year, the Township Board made amendments to the budget to take
into account events during the year. However, the Board still had a few over expenditures
as reported in the notes to the financial statements.

Capital Asset and Debt Administration

At March 31, 2007, the Township had $158,854 invested in a broad range of capital assets
including land improvements, buildings, and equipment. In addition, the Township has
invested significantly in roads within the Township. These assets are not reported in the
Township's financid statements because of Michigan law, which makes these roads
property of the Oceana County Road Commission (along with the responsibility to
maintain them).

4



Management's Discusson and Anaysis (Continued)

Economic Factors and Next Year's Budgets and Rates

The Township's budget for March 31, 2009 cdls for an increase in revenues due to
additional increases in the mileage levy rates - particularly for the fire mileage. The
township aso expects to receive additional monies from a federal grant toward the
purchase of a new fire truck.

Contacting the Township's M anagement

This financia report is intended to provide our citizens, taxpayers, customers and investors
with a genera overview of the Township's finances and to show the Township's
accountability for the money it receives. If you have questions about this report or need
additional information, we welcome you to contact the clerk’s office,



CRYSTAL TOWNSHIP

Government Wide Statement of Net Assets

March 31, 2008
Governmenta
Activities
ASSETS
Cash and Investments $ 113,775
Taxes Receivable 15,373
Accounts Receivable 11,211
Accounts Recelvable - Fiduciary Funds 195
Property and Equipment 252,265
Accumulated Depreciation (93411)
Tota Assets 299,408
LIABILITIES & NET ASSETS
Liabilities
Accounts Payable -
Due to Other Units 63,076
Tota Liahilities 63,076
Net Assets
Invested in Capital Assets
Net of Related Debt 158,854
Unrestricted 77,678
Total Net Assets $ 236,532

The Notes to the Financid Statements are an integra part of this statement



CRYSTAL TOWNSHIP

Government Wide Statement of Activities
For the Year Ended March 31, 2008

Program Net (Expenses) Revenue
Revenues Capita and Changes in Net Assets
Charges for Grants and Governmental
Expenses Services Contributions Activities
Primary Government
Generd Government $ 62372 $ 5,636 $ 1,585 $ (55,151)
Public Safety 34,271 - 348 (33,923
Public Works 171,213 - - (171,213)
Recreation and Culture 1,248 - - (1,248)
Community & Economic Dev. 1,923 - - (1,923)
Unallocated Depreciation 5,467 - - (5,467)
Total Primary Government $ 27644 $ 5,636 $ 1,933 (268,925)
General Revenues
Property Taxes - Levied for Genera Purpose 73,681
State Shared Revenue 63,727
Metro Act -
Interest Income 5,492
Miscellaneous 12,376
Totd Genera Revenues 155,276
Change in Net Assets (113,649)
Net Assets - April 1, 2007 350,181
Net Assets - March 31, 2008 $ 236,532

The Notes to the Financial Statements are an integral part of this statement
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CRYSTAL TOWNSHIP

Governmenta Fund Baance Sheset

March 31, 2008
Tota
Generd Fire Road Governmenta
Fund Fund Funds Funds

ASSETS

Cash and Investments $ 84124 $ 12,702 $ 17,149 $ 113,975

Taxes Receivable 5,209 3,375 6,789 15,373

Accounts Receivable 11,211 - - 11,211

Due from Other Funds 54,903 - - 54,903

Total Assets $ 155,447 $ 16,077 $ 23938 $ 195,462
LIABILITIES

Accounts Payable $ - $ - $ 63076 $ 63,076

Due to Other Funds - 43 608 11,100 54,708

Totd Liabilities - 43,608 74,176 117,784
FUND BALANCES

Unrestricted 155,447 (27,531) (50,238) 77,678

Total Fund Baance 155,447 (27,531) (50,238) 77,678
Total Liahilities

and Fund Equity $ 155447 $ 16,077 $ 23938 $ 195,462

The Notes to the Financid Statements are an integra part of this statement
8



CRYSTAL TOWNSHIP

Reconciliation of the Balance Shest
of Governmental Funds to the Statement of Net Asseats
For the Year Ended March 31, 2008

Tota Governmental Fund Baances

Total net assets reported for governmenta activities in the
statement of net assets are different from the amount reported as
total governmenta funds fund balance because:

Capita assets used in governmental activities are not financia
resources and therefore are not reported in the fund statements.
Amounts reported for governmenta activities in the statement
of net assets:

Governmental Capital Asset $ 252,265
Governmental Accumulated Depreciation (93411)

$

77,678

158,854

Total Net Assats - Governmental Activities;

$

236,532

The Notes to the Financid Statements are an integra part of this statement
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CRYSTAL TOWNSHIP

Governmental Fund Statements of Revenue, Expenditures,
and Changes in Fund Baance

Revenues

Propety Taxes & Admin. Fee
State Shared Revenue

State Grants

Federd Grants

Refunds and Reimbursements
Interest

Cemetery Lot Saes

Other

Totd Revenues

Expenditures

Genera Government

Public Safety

Public Works
Community/Econ. Devel opment
Recreation and Culture

Capita Outlay

Undllocated

Total Expenditures

Excess Revenue Over

(Under) Expenditures

Fund Balance - April 1, 2007

Fund Baance - March 31, 2008

The Notes to the Financid Statements are an integra part of this statement

For the Year Ended March 31, 2008

Totd
Generd Fire Road Governmental
Fund Fund Fund Funds

$ 25413 $ 16,028 $ 32,240 $ 73681
63,727 - - 63,727
1,585 - - 1,585
1,718 - - 1,718
5,492 - - 5,492
3,918 - - 3,018
12,376 348 - 12,724
114,229 16,376 32,240 162,845
58,249 - - 58,249

- 21,742 - 21,742

9,978 - 152,844 162,822
1,923 - - 1,923
1,248 - - 1,248
8,391 4532 - 12,923
5,467 - - 5,467
85,256 26,274 152,844 264,374
28,973 (9,898) (120,604) (101,529)
126,474 (17,633) 70,366 179,207
$ 155,447 $ (27,531 $ (50,238) $ 77,678
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CRYSTAL TOWNSHIP

Reconciliation of Statement of Revenues, Expenditures and Changes in

Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended March 31, 2008

Net Change in Fund Baances - Total Governmental Funds

Amounts reported for governmental activities in the statement of
activities are different because:

The acquisition of capital assets are reported in the governmenta
funds as expenditures. However, for governmenta activities those
costs are shown in the statement of net assets and alocated over
their estimated useful lives as annua depreciation expense

Capita outlay reported in governmenta fund statements 3,502

$

(101,529)

(12,120)

Depreciation expense reported in the statement of activities (15,622)

Changes in Net Assets - Governmental Activities

The Notes to the Financid Statements are an integra part of this statement

11
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CRYSTAL TOWNSHIP

Statement of Net Assets - Fiduciary Fund
March 31, 2006

ASSETS
Cash and Investments

Tota Assats

LIABILITIES AND NET ASSETS
Liabilities
Due to Other Funds
Due to Other Governmenta Units
Tota Liabilities

Net Assets
Unresarved

Totd Liabilities and Net Assets

Trust and
Agency Fund
$ 195
$ 195
$ 195

195
$ 195

The Notes to the Financid Statements are an integra part of this statement
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CRYSTAL TOWNSHIP

Notes to the Financial Statements
For the Year Ended March 31, 2008

NOTEA SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Crystal Township conform to accounting principles generally
accepted in the United States of America (GAAP) as applicable to governmental units. The
following is a summary of the significant policies us by Crystal Township.

A.Reporting Entity
The reporting entity is a genera law township as defined by the laws of the State of
Michigan. The Township is governed by a Supervisor and Township Board.

As defined by Governmental Accounting Standards Board (GASB) No. 14, the financial
reporting entity consists of (1) the primary government, (2) organizations for which the
primary government is financialy accountable, and (3) other organizations for which the
primary government is not accountable, but for which the nature and significance of their
relationship with the primary government are such that excluson would cause the
reporting entity's financial statements to be mideading or incomplete.  The primary
government has financia accountability if it:

1. Appoints a voting mgjority of the organization's board, and, has the ability to impose
its will on the organization; or

2. Thereis a potentia for the component unit to provide certain financial benefits to, or
impose certain financia burdens on, the primary government.

Based on this criteria, there are no other entities included in this report.

B. Government-Wide and Fund Financia Statements
The government-wide financia statements (i.e., the statement of net assets and the
statement of changes in net assets) report information on all of the nonfiduciary activities
of the primary government. For the most part, the effect of interfund activity has been

removed from these statements. Governmenta activities, normally supported by taxes
and intergovernmental revenues, are reported separately from business-type activities
which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment.

Program revenues include: (1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or
segment; and (2) grants and contributions that are restricted to meeting the operationa or
capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as genera revenue.

13



Notes to the Financial Statements (continued)

Separate financia statements are provided for governmenta funds and fiduciary funds,
even though the latter is excluded from the government-wide financial statements. Maor
individual governmental funds are reported as separate columns in the fund financia
statements.

C. Measurement Focus, basis of Accounting and Financid Statement Presentation
The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenue is recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenue in the year for which they are levied. Grants and
smilar items are recognized as revenue as soon as al digibility requirements imposed by
the provider have been met.

Governmental fund financia statements are reported using the current financial resources
measurement focus and the modified accrua basis of accounting. Revenue is recognized
as soon as it is both measurable and available. Revenue is considered to be available if it
is collected within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenues to be avallable if
they are collected within 60 days of the end of the current fiscal period. Expenditures are
generdly recorded when a ligbility is incurred, as under accrua accounting. However,
debt service expenditures, expenditures relating to compensated absences, and clams and
judgments are record only when payment is due.

Revenues are recognized in the accounting period in which they become susceptible to
accrua, that is when they become both measurable and available to finance expenditures
of the fiscal period.

1. State Shared Revenue Receivable
State Shared Revenue is distributed in six installments per year. Often the last
payment has not been received by March 31; therefore; a receivable is recorded for
this amount. For fiscal year-end March 31, 2008, $9,091 was not receipted until July
214, . In addition, the State of Michigan annua maintenance fee of $2,120 was not
receipted until June 17, and a receivable has been recorded in the amount of $11,211.

2. Property Taxes Receivable
The Township property tax is levied on each December 1t on the taxable vauation of
the property (as defined by state statutes) located in the Township as of the preceding
December 31t. The taxes are due on September 14th and February 14th, with the
fina collection date of February 28th before they are added to the County tax rolls.
The 2007 delinquent taxes of $10,819 were received after year end. These amounts
are recorded as receivable at March 31, 2007 and have been included in revenues for
the year ended March 31, 2007.

14



Notes to the Financial Statements (continued)
The 2007 taxable valuation of the Township totaled $16,566,508 on which ad valorem
taxes levied consisted of 1.1425 mills for general operations, .9944 miills for fire
operations, and 1.9006 mills for road operations raising $20,148 for genera operations,
$16,028 for fire operations and $32,240 for road operations. These amounts are
recognized in the respective generd and specia revenue fund financia statements as
current tax revenue.

The government reports the following mgor governmenta funds:

The Generd fund is the government's primary operating fund. It accounts for all
financid resources of the general government, except those required to be accounted
for in another fund.

The Road Fund accounts for the resources of property tax revenues and other monies
that are restricted for road maintenance purposes.

The Fire fund accounts for the resources of property tax revenue and charges for
services that are redtricted for fire protection purposes.

Private-sector standards of accounting issued prior to December 1, 1989, are generaly
followed in the government-wide financial statements to the extent that those standards do
not conflict with the standards of the Governmental Accounting Standards Board.

As a generd rule, the effect of interfund activity has been diminated from the government-
wide financia statements.

Amounts reported as program revenue include: (1) charges to customers or applicants for
goods, services or privileges provided; (2) operating grants and contributions; and (3)
capital grants and contributions, including speciad assessments. Interndly dedicated
resources are reported as general revenue rather than as program revenue. Likewise,
genera revenue includes all taxes.

D.Asss, Liahilities, and Fund Baance
Bank Deposits and Investments - Cash and cash equivalents are considered to be cash on
hand, demand deposits, and short-term investments with a maturity of three months or less
when acquired. Investments are stated as fair value. Pooled investment income is generaly
alocated to each fund based on the cash baance in each fund.

Receivables and Payables - In general, outstanding balances between funds are reported as
"due to/from other funds'. Activity between funds that is representative of lending/borrowing
arrangements outstanding at the end of the fiscal year is referred to as "advances to/from other
funds'.

Inventories and Prepaid Items - Payments for inventoriable types of supplies are recorded as
expenditures at the time of purchase. Normally expenditures are not divided between years
by the recording of prepaid expenses. Tri%re were no materia inventories at year end.



Notes to the Financial Statements (continued)

Capital Assets - Capital assets, which include property, plant and equipment, are reported in
the applicable governmental activities column in the government-wide financial statements.
Capital assets are defined by the government as assets with an initia individua cost of more
than $500 and an estimated useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation.

Property, plant and equipment is depreciated using the straight-line method over the follow-
ing useful lives:

Buildings and Improvements 15 - 50 years
Land Improvements 15- 20 years
Equipment 5-10years
Fire Equipment 10 - 20 years

Fund Equity - In the fund financia statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legaly restricted by outside
parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to change.

NOTE B STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information - Annual budgets are adopted on a basis consistent with generally
accepted accounting principles for al governmental funds. All annual appropriations lapse at
fiscal year end. The Township approves its originally adopted budget by the end of the current
fiscal year. Amendments are approved periodically during the year.

The budget document presents information by fund, activity, and line items. The legd leve of
budgetary control adopted by the governing body is the activity level.

The Township does not utilize encumbrance accounting.
Excess of Expenditures Over Appropriations in Budgeted Funds - During the year, the Local

Governmental Unit incurred material expenditures in certain budgeted funds which were in
excess of the amounts appropriated, as follows:

Budget Item Budget Actua Variance
Generad Fund - Township Board 17,400 20,130 (2,730)
Generad Fund - Transfer Station 8,800 9,978 (1,178)
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Notes to the Financial Statements (continued)

NOTE C DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the Township to make deposits and invest
in the accounts of federally insured banks, credit unions, and savings and loan associations
which have an office in Michigan. The Township is allowed to invest in bonds, securities and
other direct obligations of the United States or any agency or instrumentality of the United
States, United States government or federa agency obligations,; repurchase agreements; bankers
acceptance of United States banks; commercia paper rated within the two highest classifications
which mature not more than 270 days after the date of purchase; obligations of the State of
Michigan or its political subdivisions which are rated as investment grade; and mutual funds
composed of investment vehicles which are lega for direct investment by loca units of
government in Michigan.

The Township Board has not adopted an investment policy in accordance with Public Act 196
of 1997.

The Township's deposits and investment policy are in accordance with statutory authority.

The Township's deposits were reported in the basic financia statements in the following

categories. Totdl
Governmental  Fiduciary Primary
Activities Funds Government
Cash and Cash Equivalents $ 113577 $ 196 $ 113,773

The bank balance of the Township’'s deposits is $110,718, of which $110,718 is covered by
federal depository insurance.

The Township believes that due to the dollar amounts of cash deposits and the limits of FDIC
insurance, it is impractical to insure all bank deposits. As a result, the Township evaluates each
financia ingtitution with which it deposits Township funds and assesses the levd of risk of each
ingtitution; only those ingtitutions with an acceptable estimated risk level are used as
depositories.

Investments are normally categorized to give an indication of the level of risk assumed by the
Township; however, cash management funds are not categorized because they are not evidenced
by securities that exist in physical or book entry form. Management believes the investments in
the funds comply with the investment authority noted above.

The Township used only Fifth Third Bank as a depository during the year.
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Notes to the Financial Statements (continued)
NOTE D RECEIVABLES

NOTE E

Taxes receivable are for delinquent real property taxes purchased by the County of Oceana. The
2006 delinquent taxes were collected in June, 2007, which exceeds the generd rule (60 days),
however, is soon enough to pay ligbilities of the current period. Receivables as of year-end for
the Township's individua magor and non-mgjor funds, and the fiduciary funds in the aggregate,
including the applicable alowances for uncollected accounts, are as follows:

Generd Fire Road
Fund Fund Fund Totd
State Shared Revenue $ 11211 % - $ - $ 11211
Taxes Receivable 5,209 3,375 6,788 15,372
Total Receivables $ 16420 $ 3375 $ 678 $ 26,583

No alowances have been made for non-collectable accounts because most delinquent receivables
can be added to the tax roll if they remain unpaid and become a lien against the property.

CAPITAL ASSETS

Capital asset activity of the primary government of the current year was as follows:

Beginning Ending
Baance Increases  Decreases Baance
Capital Assets not being depreciated
Land $ - $ - $ - $ -
Capita Assets Being Depreciated
Buildings & Improvements 52,992 - - 52,992
Land Improvements 3,500 - 3,500
Machinery & Equipment 35,948 - - 35,948
Fire Equipment 156,324 3,502 - 159,826
Subtotal 248,764 3,502 - 252,266
Less Accumulated Depreciation for
Buildings & Improvements 13,400 1,361 - 14,761
Land Improvements 248 175 423
Machinery & Equipment 11,741 2,587 - 14,328
Fire Equipment 52,401 11,499 - 63,900
Subtotal 77,790 15,622 - 93,412
Net Capital Assets being depreciated 170,974 (12,120) - 158,854
Capital Assets - Net of Depreciation $ 170974 $ (12120) $ - $ 158,854

Depreciation expense was charged to programs of the primary government as follows:

Governmental Activities

Public Safety $ 11,499
Generd Government 4123
Total Governmental Activities $ 15,622
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Notes to the Financial Statements (continued)

NOTE F

NOTE |

INTERFUND RECEIVABLES AND PAYABLES

The composition of interfund balances is as follows:

Receivable Fund Payable Fund
(Due From) (Due To)
Genera Fund $ - Genera Fund $ 54,708
Fire Fund 43,608 Fire Fund -
Road Fund 11,100 Trust & Agency Fund -
Tota $54,708 $ 54,708

RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets and omissions; and natural disasters for which the Township carries
commercia insurance. Liabilities in excess of insurance coverage, if any, are reported when it is
probable that a loss has occurred and the amount of the loss can be reasonably estimated.
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CRYSTAL TOWNSHIP

Required Supplementary Information
Budgetary Comparison Schedule for Genera Fund
For the Year Ended March 31, 2008

Budgeted Amounts Variance to
Origina Find Actua Find Budget
Beginning Year Fund Balance - April 1, 2007  $ - $ - $121583 $ 121,583
Resour ces (Inflows)
Property Taxes & Admin. Fee 40,300 40,300 25,413 (14,887)
State Shared Revenue 54,000 54,000 63,727 9,727
State Grants 1,585 1,585 1,585 -
Refunds & Reimbursements 1,705 1,705 1,718 13
Interest 3,000 3,000 10,383 7,383
Cemetery Lot Sales 2,200 2,200 3,918 1,718
Other 11,500 11,500 12,181 681
Amounts Available for Appropriation 114,290 114,290 240,508 126,218
Charges to Appropriations (Outflows)
Generd Government 54,700 56,350 58,249 (1,899)
Public Safety - - - -
Public Works 21,000 21,000 18,369 2,631
Community/Economic Devel opment 3,500 3,500 1,923 1,577
Recreation and Culture 2,200 2,200 1,248 952
Other 13,200 13,200 5,467 7,733
Total Charges to Appropriation 94,600 96,250 85,256 10,994

Budgetary Fund Balance - March 31, 2008 $ 19690 $ 18040 $155252 $ 137,212
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CRYSTAL TOWNSHIP

Required Supplementary Information
Budgetary Comparison Schedule for Fire Fund
For the Year Ended March 31, 2008

Beginning Year Fund Baance - April 1, 2007
Resour ces (Inflows)

Property Taxes

Federa Grants

Miscellaneous
Amounts Available for Appropriation
Charges to Appropriations (Outflows)

Public Safety

Capital Outlay

Total Charges to Appropriation

Budgetary Fund Baance - March 31, 2008

Budgeted Amounts Variance to
Origina Find Actua Find Budget
$ - $ - $(17833) $ (17,833
- - 16,028 16,028

1,585 1,585 - (1,585)

- - 348 348

1,585 1,585 (1,457) (3,042
24,160 26,745 21,742 5,003
3,520 3,520 4,532 (1,012
27,680 30,265 26,274 3,991

$ (26095 $ (28680) $ (27,731) $ 949
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CRYSTAL TOWNSHIP

Required Supplementary Information
Budgetary Comparison Schedule for Road Fund
For the Year Ended March 31, 2008

Budgeted Amounts Variance to
Origina Fina Actua Find Budget

Beginning Year Fund Badance - April 1,2007 $ 12596 $ 74769 $ 70366 $ (4,403)

Resources (Inflows)

Property Taxes 29,371 29,371 32,240 2,369
Miscellaneous - - - -
Amounts Available for Appropriation 41,967 104,140 102,606 (1,534)

Charges to Appropriations (Outflows)

Public Works 165,998 165,998 152,844 13,154
Other - - - -
Total Charges to Appropriation 165,998 165,998 152,844 13,154

Budgetary Fund Baance - March 31, 2008 $(124031) $ (61,858 $ (50,238) $ 11,620
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CRYSTAL TOWNSHIP

Statement of Revenues, Expenditures, and Changes
in Fund Balance - Budget and Actual - Genera Fund

For the Year Ended March 31, 2008

Favorable
Budget Actua (Unfavorable)
Revenues
Property Taxes & Admin. Fee $ 40,300 25,413 $ (14,887
State Shared Revenue 54,000 63,727 9,727
State Grants 1,585 1,585 -
Refunds and Reimbursements 1,705 1,718 13
Interest 3,000 10,383 7,383
Cemetery Lot Saes 2,200 3,918 1,718
Other 11,500 12,181 681
Totd Revenues 114,290 118,925 4,635
Expenditures
Generd Government
Township Board
Sdaries and Wages 2,640
Other 17,490
17,400 20,130 (2,730)
Supervisor
Salaries and Wages 6,000 6,000 -
Elections 2,150 2,330 (180)
ASsessor
Sdaries and Wages 7,200 6,240 960
Clerk
Sdaries and Wages $ 6,000 6,000 $ -
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Statement of Revenues, Expenditures and
Changes in fund Baance - Genera Fund (continued)

Board of Review
Sdaries and Wages

Treasurer
Saaries and Wages

Township Hall and Grounds
Cemetery

Saaries and Wages
Other

Total General Government

Public Works
Drains and Dams

Roads
Transfer Station

Saaries and Wages
Other

Totd Public Works

Community/Economic Devel opment

Planning & Zoning
Saaries and Wages
Other

Recreation and Cultura
Library

800 836 (36)
7,500 7,500 -
600 535 65
1,912
6,766
8,700 8,678 22
56,350 58,249 (1,899)
600 - 600
11,600 8,391 3,200
1,421
8,557
8,800 9,978 (1,178)
21,000 18,369 2,631
1,486
437
3,500 1,923 1,577
2200 1,248 952



Statement of Revenues, Expenditures and

Changes in fund Baance - Genera Fund (continued)

Unallocated
Fringe Benefits
Miscellaneous

Tota Expenditures

Excess Revenues Over
(Under) Expenditures

Fund Baance - April 1, 2007

Fund Baance - March 31, 2008

2,700 3,323 (623)

10,500 2,144 8,356
13,200 5,467 7,733
96,250 85,256 10,994
18,040 33,669 15,629

- 121,583 121,583

$ 18,040 $ 155252 $ 137212
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H&S
Companies

Hendon & Slate, PC
Certified Public Accountants
Business Consultants

Board Members,
Crystd Township
Oceana County,
Hart, MI

In planning and performing our audit of the financial statements of Crystal Township
as of and for the year ended March 31, 2008, in accordance with auditing standards
generally accepted in the United States of America, we considered Crysta
Township's internal control over financia reporting as a basis for designing our
auditing procedures for the purpose of expressing an opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of
the Township’'s interna control. Accordingly, we do not express an opinion on the
effectiveness of Crysta Township's interna control.

Our consideration of the interna control was for the limited purpose described in the
preceding paragraph and would not necessarily identify al deficiencies in interna
control that might be significant deficiencies or material weaknesses. However, as
discussed below, we identified certain deficiencies in interna control that we
consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not alow
management or employees, in the norma course of performing their assigned
functions, to prevent or detect misstatements on atimely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that
adversdly affect the entity’s ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generaly accepted accounting principles
such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or
detected by the entity’s interna control. We consider the following deficiencies to
be significant deficiencies in interna control.

Anti-Fraud Program
The Township has not adopted an Anti-Fraud Program (such as the attached

standards of ethics and conduct) as required by SAS 99.

Grand Rapids
4575 Lake Michigan Dr. NW
Grand Rapids, MI 49546
Phone (616) 453-8551
Fax (616) 453-9352

Muskegon
4985 South Harvey Street
Muskegon, M| 49444
Phone (231) 798-1040
Fax (231-798-8409

Fremont
711 West Main Street
Fremont, MI 49412
Phone (231) 924-6890
Fax (231) 924-4088
Toll Free (800) 924-6891

Montague
4538 Dowling Street
Montague, M| 49437
Phone (231) 893-6772

Hart
1550 N. Insdustrial Park Drive
Hart, M1 49420
Phone (231) 873-5611
Fax (231) 873-7033
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Controls over Non-Routine and Non-Systematic Transactions
The Township does not have controls in place whereby journa entries are reviewed by individuas
independent of the person initiating the transactions.

Controls over the Selection and Application of Accounting Principles that are in Conformity with
Generadly Accepted Accounting Principles

The Township currently does not have personnel available with sufficient expertise to select and
apply the accounting principles necessary to prepare the financial statements and note disclosures
contained in the audit report.

Inadequate overall internal control design
The Township currently does not maintain an adequate set of financia records. Receipts and

disbursements are recorded in hand ledgers, excd ledgers, and accounting software, but none of
these methods provided accurate information for the year. Such a system does not permit the
preparation of accurate and reliable financial statements. The importance of a good accounting
system cannot be overemphasized without adequate financial records managements is basing its
decisions on incomplete and/or inaccurate information during the year and excessive time is spent at
year end in preparing and auditing the financid statements.

This communication is intended solely for the informatio n and use of management, and is not intended
to be and should not be used by anyone other than these specified parties.

Respectfully submitted,

{ondis» it

Hendon & Sate, P.C.
Certified Public Accountants
September 30, 2008
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Hendon & Slate, PC
Certified Public Accountants
Business Consultants

September 30 2008

Board Members
Crystd Township
Oceana County,
Hart, Ml

We have audited the financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of Crystal Township for the year
ended March 31, 2008, and has issued our report thereon dated September 30, 2008.
Professional standards require that we provide you with the following information
related to our audit.

Our Responsbility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated April 11, 2008, our responsibility, as
described by professional standards, is to express opinions about whether the
financia statements prepared by management with your oversight are fairly presented,
in all material respects, in conformity with U.S. generally accepted accounting
principles. Our audit of the financial statements does not relieve you or management
of your responsibilities.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously
communicated to you in our engagement letter dated April 11, 2008.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting
policies. The significant accounting policies used by Crysta Township are described
in Note A to the financia statements. We noted no transactions entered into by the
governmental unit during the year for which there is a lack of authoritative guidance
or consensus.  There are no significant transactions that have been recognized in the
financiad statements in a different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past
and current events and assumptions about future events. Certain accounting estimates
are particularly sensitive because of their significance to the financia statements and
because of the possibility that future events affecting them may differ significantly
from those expected. There are no sensitive estimates affecting the financial
Statements.
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The disclosures in the financia statements are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We would like to thank the Township for the opportunity to perform the audit. Unfortunately , there
were several difficulties encountered in dealing with management in performing and completing our
audit, including the scheduling of additional time due to inadequate information provided during the
origina engagement, the lack of responses to questions, ignoring messages, and providing inadequate
information.

Corrected and Uncorrected Misstatements

Professiona standards require us to accumulate al known and likely misstatements identified during
the audit, other than those that are trivia, and communicate them to the appropriate level of
management. The following material misstatements detected as a result of audit procedures were
corrected by management: Reclassification of salaries and wages.

Disagreements with Management

For purposes of this letter, professona standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be
significant to the financial statements or the auditor’s report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated September 30, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the governmental unit’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has al the relevant facts. To our knowledge, there were no such consultation s with other
accountants.

Other Audit Findings or Issues

In connection with our audit of Crystal Township as of and for the year ended March 31, 2008, we offer
the following comments and recommendations:

Books and Records

The Treasurers records for Crystal Township were in excellent condition and the bank reconciliations
appeared timely and accurate. However, we had difficulty with the origina documentation provided by
the Clerk. In addition to the required budget to actua reports which were originaly provided, the Clerk
also provided QuickBooks information and a hand ledger. The reports did not correspond with the
information in either the QuickBooks or the hand ledger resulting in procedures being performed on the
incorrect information.

One of the Clerk’s major responsibilities is to maintain the Township’s original books of entry
including the proper documentation of all transactions to these books. This includes not only the
maintenance of a general ledger, but also the support for all receipts and disbursements. During our
engagement we tested several checks which were missing their supporting documentation.  Although
the Clerk was able to locate the invoices at a later date, the Township's files should be organized to be
able to provide this documentation upon request.



In addition, we found that the QuickBooks program provided was lacking data that was recorded in
both the hand ledger and the budget to actual excel spreadsheets. To increase both efficiency and
accuracy we suggest that one method be used for the accounting of the Township's books. This will
help to reflect a complete and accurate picture of the Township as a whole and would eliminate
duplicate work. If the QuickBooks program is not to be fully implemented, we suggest that the Clerk tie
her monthly budget to actual reports to her hand ledger as well as the ledger of the Treasurer, to ensure
accurecy. If the program is to be implemented, than we suggest that the Clerk include budget and actual
information in the system and reconcile the cash balances with the Treasurer monthly.

Payroll Processing

During our audit we found several issues of concern relating to the preparation and reporting of the
Township's payroll to the federal government . First, the quarterly and annual reports did not agree to
each other. Second, the quarterly reports did not agree with quarterly payroll journals provided from
QuickBooks. Finaly, the wages reported quarterly included non-taxable items. These items were not
included in the taxable wages and therefore not taxed; however, the reporting was incorrect. We
suggest that the Clerk review each quarterly report for the correct date and payroll amount. Each
quarterly report should be tied to a payroll journa for that specific quarter. Also, annualy the quarterly
reports should be tied out to the annua year- end reporting.

Fund Balances

During the audit, it became evident that multiple funds were being supported by the general fund,
resulting in loans between funds. This also results in funds which owe more than they have available
and a negative fund balance in these funds. The State requires submission of a deficit reduction plan
within 90 days of the year end which has a negative fund balance. We recommend that the Township
submit this plan as soon as possible.

Budget Overexpenditures

Although the Board periodically made amendments to the budget as necessary to avoid budget over
expenditures, we must note that there continued to be over expenditures for the year ended March 31,
2008. We suggest that the Board monitor the budget to actual report at least quarterly to identify and
make amendments to the budget to avoid over expenditures during the next fiscal year.

We aso note that the budget being adopted by the Board combines all funds making individual fund
budgets not readily definable. This could be the reason for some of the above noted over expenditures
as it is difficult to separate funds as the State requires. We recommend that the Board begin adopted
completely separate budgets for each required fund.

Segregation of Duties

While the Township is following the common practice amongst small governments of having the
treasurer bear al of the responsibility for accounting for tax receipts and disbursements, the Uniform
Accounting Procedures Manua does state that the clerk is to have arole in this process. Per the Manudl,
the Township should have a separate set of accounts similar to any other fund (such as the General
Fund) and should use the same practices for accounting transactions. That is to say that the Treasurer
should receipt tax revenues and provide the receipt to the Clerk to be recorded in the Tax Account. The
Clerk should also record all of the checks out of the Tax Account and reconcile the accounts of this
fund with the Treasurer’s records. We understand that the Township may see this as an unnecessary
series of steps that have never been performed and are often not performed by other Townships, but we
view this as an opportunity to both comply with the Uniform Accounting Procedures Manua as well as
strengthening the internal controls over cash and the entire tax collection and disbursement process. We
have included a copy of the Uniform Accounting Procedures Manua and would be happy to assist the
Township in implementing these changes.



We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the governmental unit’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention.

This information is intended solely for the use of the members of the board and management of
Township of Crysta and is not intended to be and should not be used by anyone other than these

specified parties.

Very truly yours,

Hendps +

Hendon & Slate, PC
Fremont Office
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